Recognized principle in slum clearance is to anchor the project to a key institution such as a hospital, college, manufacturing 


plant, etc. One of Baltimore’s two projects (page 9) is keyed to Johns Hopkins Hospital (Above, administration building 


end of street, shown in area to be cleared). Baltimore is proving that private enterprise can clear blighted areas. 
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Jie this )ssue PRIVATE ENTERPRISE HAS A ROLE IN 
SLUM CLEARANCE % THE EXPERIENCE IN 
BALTIMORE SHOWS WHAT CAN BE DONE 
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Again, I would like to discuss with the member- 
ship possible forthcoming federal regulations in this, 
my last President’s Page for The Mortgage Banker. 
First and foremost is the question of collection 
policies and methods to be followed in connection 
with GI loans, either the straight GI mortgages or 
loans, should our borrowers be 
We still have on the statute 
books the Soldiers and Sailors Civil Relief Act, 
which is a moratorium available to any man in 
uniform. This same Act was in force during World 
War II and caused very little trouble, but of course 


the combination 


returned to service. 


we had a far lower percentage of GI borrowers 
then than will be true should more 
men be recalled to the service. Thus, the problem, 


to my mind, is much more serious now than it has 


now many 


been at any time in the past. 


Your Washington Counsel, Samuel E. Neel, has 
issued the bulletin giving VA’s proposed action for 
those borrowers recalled to serv- 
ice. MBA is seeking a clarifica- 
tion of policy by FHA in con- 
handling similar 
lender or 


nection with 
cases. No mortgage 
investor wants to work a hard- 
ship on any serviceman and if 
we are properly advised and in- 
formed as to the attitude of the 
insuring agency, we will be in a 
position to follow a constructive 
Your Asso- 
ciation will explore the possibilities of this problem 


R. O. Deming, Jr. 


line of procedure. 


and advise you of any suggestions or changes that 
may result from regulations of the federal agencies. 


Chere apparently is not too much enthusiasm 
for the Rogers Bill which has been introduced in 
the House and which would partially answer the 
Thus 


Bill at this time is problematical. 


problem outlined above. passage of the 


Another point for consideration covers compli- 
ance with the new regulations pertaining to charges 
permissible for interim financing. Under the former 
regulations an interim financing fee of 22 per cent 
could be charged on the final amount of the loan. 
Under the new regulations, for both VA and FHA, 
this charge is limited to 5 per cent simple interest, 
plus 2% 
vanced. Where the builder requires a very nominal 


per cent upon the amount actually ad- 


advance of only 25 to 30 per cent of the sale price 
of the house, this permissible charge of 2% per cent 
upon the advances is less than the permissible charge 
of flat 1 per cent upon the final loan. All of this 
has had a restrictive effect upon interim financing 
and has been one of the factors that has reduced 
availability of interim financing to builders. Other 
factors are that under July Ist costs, few builders are 
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able to complete their projects and get out on a loan 
insured on this basis. Materials prices in the past 
60 days have advanced rapidly. Some labor costs 
have also risen. These difficulties, coupled with 
the question as to whether a builder is able to 
secure the materials to complete a house, have 
had the effect of slowing down construction ad- 
vances. 


It has been assumed, of course, that where con- 
struction had started, any controls made effective 
under the Defense Production Act would provide 
issuance of priority certificates. It now appears that 
such a certificate might possibly be only a “hunting 
license” rather than compelling actual delivery of 
the needed materials. All of these are vital possi- 
bilities for anyone building now or financing build- 
ers and naturally creates a feeling of uncertainty 
in their minds. Our Washington Counsel and your 
committees will keep you advised of any new regu- 
lations that may be issued. 


I wonder how many of our members noted the 
suggestion to the Administration by Economist 
Sumner H. Slichter of the Harvard Business School. 
He suggested the issuance to individuals of govern- 
ment bonds repayable at their maturity at a value 
equal to the prevailing purchasing power of the 
dollar. Dr. Slichter believes that such a bond would 
be readily absorbed and would offer the purchasers 
real protection against future rises in price, since 
they would represent a hedge against inflation and 
possibly prevent the dreaded “flight from the dol- 
lar.” This same plan was tried in Germany with 
excellent results; but to make it effective here might 
seriously affect the value of outstanding govern- 
ment issues. The idea is at least intriguing and 
may receive serious consideration in Washington. 


I want to express to each member the pleasurc 
that I have experienced in serving as your President 
during the past year and to thank you for having 
extended me this honor. The assistance given me 
by members is deeply appreciated. 

I am looking forward to seeing as many of you 
as possible at the Detroit Convention. This meeting 
will be one of the most constructive, informative 
group meetings that we have held. Be sure and 
register as many of your personnel as you can— 
their attendance will pay you dividends in the 
future. 


President 
Mortgage Bankers Association of America 
September 8, 1950 
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MBA CALENDAR 
September 27-29 DETROIT, 


37th annual Convention and 
Exhibit of Building, Industry 
and Services, Statler and Book- 
Cadillac Hotels. 





SAFE FROM BOMBS 

To insure safekeeping of valu- 
able records “in case of a bomb- 
ing in Philadelphia,” Fidelity 
Bond and Mortgage Company is 
sending duplicate copies of post- 
ing records of its mortgages to a 
“retreat in the Poconos” 120 miles 
from the city. These records, 
which cover approximately 8000 
properties with mortgages totaling 
about $50,000,000, will be sent 
out of the city monthly and 
up to date record will always be 
on hand at the Pocono Mountain 
retreat. 





“We are not alarmists,” Joseph 
N. Gorson, president, (above) 
said, “but we are taking these 
precautions because we think it 
is in the interest of good servicing 
on behalf of the 200 banks and 
insurance companies for whom we 
service mortgages to properly safe- 
guard records in the event of a 
disaster. Our principals will have 
notice of the exact address where 
these records will be stored in the 
event that there may be no other 
means of obtaining the necessary 
information.” 

The first records have already 
been sent to the mountains. 
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An Ideal Companion 


A “Lawyers Title” policy is an ideal companion for your 
mortgage loans. It is a synonym for safe, sound title insur- 
ance protection and is always accepted and often preferred 
by large corporate investors. 


Lawyers Title is outstanding— 

.In amount and character of assets available for pro- 
tection of policyholders, 

. In capital, surplus and reserves which exceed those of 
any company in the Nation engaged solely in the title 
insurance business, 


. In experience in solving title insurance problems for the 
lawyer, the mortgage banker and the life insurance company. 


There is no other title company with so much to offer you 
in financial strength, in national reputation and in ability 
to furnish title insurance safely and soundly over so wide 
an area. 


( Virginia ) 


lawyers Title Insurance Grporation 


Cweralung wt New York Slate as | Virgenes! Lawyers Tille Inimrance Corporation 


Home Office ~ Richmond .Virginia 


TITLES INSURED THROUGHOUT 30 STATES AND THE ISLAND OF 
PUERTO RICO. BRANCH OFFICES IN ATLANTA + BIRMINGHAM 
CAMDEN «+ CINCINNATI « CLEVELAND «+ COLUMBUS « DALLAS 
DAYTON «+ DETROIT + MIAMI + NEWARK + NEW ORLEANS 
NEW YORK «+ PITTSBURGH + RICHMOND + WASHINGTON 
WILMINGTON + WINSTON-SALEM + WINTER HAVEN «+ REP. 
RESENTED BY LOCAL TITLE COMPANIES IN 94 OTHER CITIES. 
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Role of Private Enterprise 
Urban Redevelopment 


* 

OO many cities in this country 

have waited to read their 
obituaries before abandoning the 
pleasant reverie 
that under the 
free enterprise 
system, sooner or 
later, all of our 
problems would 
take care of 
themselves. 

In attempting 
to understand 
the role of pri- 
vate enterprise in urban redevelop- 
ment, what we want to know is: 
>> How can we bring about maximum 
private enterprise 
powers and re- 


own 





Ferd Kramer 


participation by 
with present 
sources? 

>> What are the positive policies and 
actions that will put this plan over? 
>4 What are the 
and what are 
avoided? 

2? What additional authority must 
be had to reinforce our preparations 
to redeem the blighted areas of our 


cities? 


our 


problems involved 


the pitfalls to be 


By FERD 


Social reformers have looked 
askance at slums for decades. As long 
ago at the °20’s, two private ventures 
in redevolpment creating moderate- 
cost housing were undertaken in Chi- 
cago under philanthropic auspices. 
Julius Rosenwald, then president of 
Sears, Roebuck and Co., financed an 
experimental project of 460 units in 
the depressed Black Belt, creating a 
well-designed arrangement of buildings 
with sunlight, parkways, patios, trees, 
and other amenities which could not 
be duplicated for miles around. In a 
blighted area on the Near North Side, 
Marshall Field launched a six-acre 
redevelopment project in which 628 
modern dwelling units were provided 
at nominal rentals. Well done as these 
undertakings were, both fell short of 
their final objective of stirring private 
rejuvenation of the surrounding blight 
because neither was related to any 
larger plan. These two fine small proj- 
ects stand today as models of excellent 
design, layout and economical rental 


KRAMER 


housing; but they are also eloquent 
testimony of the utter futility of doing 
a big job on a small scale. 

Principally through the compulsion 
to produce work for the unemployed 
the government became active in slum 
clearance in the *30’s. We learned a 
number of things from the P.W.A. 
and U.S.H.A. projects and their fore- 
runners, the most impressive of which 
was that large scale land assembly in 
blighted areas was a sufficiently for- 
midable and uneconomic undertaking 
to freeze out the private redeveloper. 
This led to a broader approach in 
some localities, expressed in the pas- 
sage in the early ’40’s, of neighborhood 
redevelopment acts, giving the power 
of eminent domain to private entre- 
preneurs for slum land assembly. By 
1945 in Illinois, where the pressure to 
do something was strong, our concept 
had matured to the point where the 
state granted funds to the municipali- 
ties to stimulate slum clearance. 

The conclusions reached from this 


Concerned as mortgage men have been in the recent 
past with the big volume of business, the construction 
boom, public housing, wars and the multitude of other 
things that keep males living at a high pitch, relatively 
few have recognized the challenge which slum clearance 
offers. In American cities across the land, one of the 
really big problems of the future is sure to be slum 
clearance. Almost nothing has had more discussion and 
planning—but less action—than this; but that action 
will develop on an important scale is inevitable. 

Contrary to what many—or maybe most—mort gage 
men apparently believe, private enterprise bas a role 
in urban redevelopment. Mr. Kramer tells bere in detail 
what has been done in Illinois under the well-known 
enabling legislation in that state. Illinois started some- 
thing when she set out on a bold new venture in slum 
clearance. Private investors haven't flocked in with pro- 
posals but New York Life bas one project planned. 
Difficulties have been numerous and troublesome; but 
let him tell you just what has happened so far in Illinois 
urban redevelopment. 

As a companion piece is the article beginning on page 
9 about what has been done in Baltimore, largely under 
the stimulus of an MBA member. Just as the Illinois 
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experience was different, the Baltimore development is 
even more so. The initiative in Baltimore came from 
James W. Rouse and his firm, The Moss-Rouse Company. 


“It is my belief,’ Mr. Rouse said, “that the rede- 
velopment of the central areas of our American cities 
will be one of the most important programs in the 
building and mortgage finance fields over the next ten 
years. Mortgage lenders who fail to acquaint themselves 
with redevelopment opportunities are making a great 
mistake for those who do will be able to produce mil- 
lions of dollars in sound investments for their com- 
panies.” 

If it can be done in Baltimore, the question naturally 
arises as to whether the same thing can't be done in other 
cities as well. 

It’s significant that these two outstanding developments 
in urban redevelopments are closely identified with MBA 
members. Mr. Kramer is a member of the MBA board 
and president of Draper & Kramer, Inc., Chicago. He 
is also serving his seventh term as president of the 
Metropolitan Housing and Planning Council of Chicago. 
Mr. Rouse is president of The Moss-Rouse Company, 
Baltimore, and is a regional vice president of MBA. 
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Close to everything, yet this area in Chicago has died almost as surely as if it had 


been destroyed. Slums are bad business—for all business—in our cities today. 


gradual build-up of fruitless effort was 
that three which 
were beyond the power of private 
enterprise to solve held the key to 
redevelop- 


co-existent factors 


private participation in 


ment: 

>? First, the practical difficulties of 
land 
>> Second, the be- 


tween the acquisition cost of slum 


assembly. 


sizable spread 
land and its potential worth for a new 
and justifiable use. 


>> Third, the problem of relocating 
families displaced by slum clearance. 

As slums continued on the march 
and the flight to the suburbs took on 
speed, urban centers more and more 
were caught in the squeeze between 
shrinking revenues and rising over- 
head. Facts and figures showed that 
slums were wrecking more than lives 

they were wrecking cities. When it 
became evident that slums were bad 
business, it was no longer difficult to 
prove that their restoration to the tax 
rolls was a public responsibility; and 
to accomplish this purpose, govern- 
ment would have to help remove the 
barriers to private action in reclaiming 
blighted areas. 

In Illinois we brought the sharpest 
minds in the real estate, industrial, 
mortgage banking, legal and housing 
fields together to find the way. The 
result was a formula which has been 
duplicated in the Housing Act of 1949. 

Since Illinois cast the mold through 
state legislation in 1947 it has had the 
advantage of two years’ start in creat- 
ing the agencies, procedures, policies 
and personnel required for practical 
tests of the workability of the present 
plan. This provides two fundamental 
vehicles: 


>»? A public agency for the condem- 
nation of blighted land to be resold 
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to private enterprise at its use value 
and 
>> Funds for public housing to be 
used for the relocation of those dis- 
placed by the slum clearance activities. 
Some optimists had predicted that 
no sooner would this irresistible in- 
centive be offered private investors 
than they would be pounding at the 


ee 


“We must face the fact 
that if we are hoping for re- 
development of bold enough 
dimensions to mean anything, 
it must not only wipe out 
slums but stimulate the crea- 
tion of substantial numbers 
of middle income housing 
developments. Unless other 
types of subsidy are devised, 
we must reconcile ourselves 
to the fact that the supply of 
rental housing which will be 
necessary to reattract subur- 
ban dwellers, will begin to 
flow only when construction 
costs come down to the point 
where the sources of capital 
can feel that the rentals re- 
quired bear a strong relation- 
ship to the existing market.” 


ae 


doors of our Land Clearance Com- 
mission to get in on this deal. Far 
from it. 

Immediately upon the passage of 
the legislation in Illinois and the sub- 
sequent approval of $30,000,000 in 
slum clearance and re-housing bond 
issues by the voters of Chicago, at- 
tempts were made to interest private 
investors. Large investors were con- 
tacted in many sections of the country 
with the hope that they would come 
in and build extensive rental housing 
projects in Chicago. There were many 
nibbles but only one developer made 








a concrete proposal. This was the 


New York Life Insurance Company. 
Why, with the powerful incentive 
of large and completely cleared sites 
within a few minutes of the Loop 
of Chicago, at what appeared to be 
bargain prices, wasn’t there an ava- 
lanche of developers trying to get in 
on the program? What more has to 
be done to lure the private investor 
from the time-honored formula of 
building on vacant land at the 
periphery of the city, primarily for 
private profit, into a new path of re- 
building slum areas? How can we 
lead him into the heart of our big 
cities—to implement a comprehensive 
plan of redevelopment, and in many 
cases to cater to a segment of the 
population as tenants who will be 
unable to pay in the same kind of 
profits that he has been used to re- 
ceiving? An examination of what is 
involved will make this clear. 


Potential sources of capital in large 
enough concentrations for the stu- 
pendous task of rebuilding cities, are 
obviously limited. Up to now they 
have been chiefly banks, certain in- 
dustries and insurance companies. 
First, look at it from the insurance 
company’s point of view. These com- 
panies are in the business of selling 
insurance. While they have become 
one of the most important channels 
through which the ordinary citizen’s 
savings flow into the capital markets 
of the country, the very fact that their 
represent the trust and the 
security of the average family, requires 
that the fundamental consideration of 
these companies must be the safety 
of the investments of their policy- 
holders. By the same token, the good 
will of the population in general is 
essential to the insurance company’s 
prestige. 


assets 


Using our experience with the New 
York Life Insurance Company as an 
example, the corporation makes an 
offer to the Land Clearance Commis- 
sion to purchase from 60 to 100 acres 
of land for the purpose of building a 
large scale rental housing project as 
well as a commercial center. The in- 
vesting corporation has a survey made 
of the rent-paying ability of the peo- 
ple it expects to house,'as well as an 
estimated statement of income and 
expense for both the housing project 
and the commercial development. It 
must also at this stage make estimates 
of total costs of development and con- 
struction. Then it is ready to sign an 
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agreement with the Land Clearance 
Commission to purchase the land at, 
let us say, 50c for the residential sec- 
tion, to $1.75 per square foot, for the 
commercial, cleared and with all new 
utilities and streets in. 

This agreement is in very general 
terms giving the approximate land 
coverage, the number of units per acre 
and the approximate rentals to be 
charged. When the agreement is 
signed the investing corporation hires 
its architects to make a site plan and 
sketches of the buildings. During this 
period the architects must work very 
closely with the Land Clearance Com- 
mission and jointly they must both 
work with the many bureaus in the 
city that will be affected, such as the 
Plan Commission, the Bureau of 
Streets, the Board of Education, the 
Park District as well as the public 
utility companies. Because the entire 
community pattern will be changed, 
there will be interminable meetings 
and arguments as to which streets 
shall be closed, whether there should 
be a park or a new school and if so 
where it should be placed and liter- 
ally hundreds of other problems that 
must be ironed out. The process of 
working out the site plan, and .the 
sketches for the buildings due to the 
many different city departments con- 
cerned in a replanning project of this 
magnitude, is almost an endless pro- 
cedure. It may take a year or longer 
to get to the point where a definite 
proposal can be made to the City 
Council for final approval. 

The vested interest of each depart- 
ment and bureau is something one 
can appreciate only after he has 
bumped head-on into it. The fact 
that a particular street has been in 
existence since the days of the Indians, 
whether or not it performs an im- 
portant function today, may be so 
potent that it will almost require an 
Act of God, the Mayor and the City 
Council to remove it. 

The investing corporation, as one 
party to the agreement, must be able 
to make instant and definite de- 
cisions, and it has one officer who 
is enpowered to make those decisions. 
But the other party to the contract— 
by the very nature of government 
make-up—is a superstructure of com- 
missions, COmmittees, authorities, 
boards and officials. There is no in- 
dividual with complete and undis- 
puted authority to make quick and 
binding decisions. When the plan 


Oe 
Wit. 


Many of the social evils of great cities spring from decayed sections like this one in 
Chicago’s central area. But getting rid of them is a big job, as Mr. Kramer describes. 


once gets to the Mayor and the City 
Council it may be expeditiously ac- 
cepted in the matter of a month, or 
it may be made into a political foot- 
ball and languish for months if not 
years. 

To the uninitiated it would appear 
that an opportunity to clear a slum 
which is now one of the worst crime 


ee 


“Today, the cities are still 
playing a losing game. The 
vast majority of builders are 
heading for the outskirts. All 
of our siren songs to lure 
private capital will fall on 
deaf ears until we squeeze 
the uncertainties out of re- 
development, and can dupli- 
cate, in the central cities, the 
terms on which improve- 
ments can be built in the 
suburbs. This is a young pro- 
gram. We not only don’t 
know all of the answers—we 
don’t even know all of the 
questions. What we need is 
a good plan, a dynamic ap- 
proach, vigorous exploration 
of the possibilities, confi- 
dence, and the nerve to take 
a chance.” 


ae 


spots in the City of Chicago, and that 
probably doesn’t pay in taxes over a 
fifth of the cost of the services pro- 
vided by the City, would be accepted 
forthwith. The fact that this pest- 
hole will be replaced with as fine a 
housing project as there is in the 
United States, and that it will pay the 
City in taxes many times the amount 
of money required to service it, should 
assure it a warm reception. Unfortu- 
nately, this may not be the case. The 
fight continues every step of the way. 

The Land Clearance Commission is 
besieged one day with tenants who 


The Mortgage Banker for October, 1950 





will be forced out of the area; the 
next with home owners of a certain 
block who want the opportunity of 
improving their properties and letting 
them remain in the project area. Then 
there is the lobby of property owners 
who have old one-family homes where 
six to eight lived before, bulging with 
as many as 70 or 80 people—a family 
living in every room from the store- 
rooms in the basement to the cubby- 
holes in the attic—and all of them 
vilifying the “big corporation” that is 
coming in to take their properties 
away from them. 

It’s pretty clear how distasteful this 
procedure is to the investing corpora- 
tion. 


Add to these headaches the risk im- 
posed by the eternal paradox — the 
fluctuating disparity between the hous- 
ing need (which now is undeniably 
great in most of the cities concerned 
with this program) and the housing 
market, which is considerably less. 
How many of the families admittedly 
needing homes today are going to 
step forward several years hence, when 
the projects are completed, and pay 
the rents which are required? Gen- 
erally speaking, private investors can- 
not and will not stand around waiting 
two or three years as New York Life 
is now doing—they cannot and will 
not commit that far in advance. 

Many people believe that the for- 
mula of selling land at 50c, which 
may cost the clearance agency as 
much as $3 a square foot, gives a 
great subsidy to the developer. Ac- 
tually it does no such thing. In the 
case of the New York Life proposal 
in Chicago, 50c a square foot amounts 
to approximately $25,000 an acre. 
Prudential Life purchased 40 acres 
of vacant land further out, with far 
superior adjacent improvements, at 
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$6,000 an acre. The land that Pru- 
dential bought will produce a higher 
rental per room than will probably 
be charged by the New York Life 
project. What is even more impor- 
tant, the day a developer buys a piece 
land he for 
obvious attrac- 


ol vacant can prepare 


building. It is how 
tive this is when compared with the 
arduous procedure to which he is 
subjected on a slum clearance project. 

Far 
the 
relatively insignificant in the total cost 
of a building. One housing develop- 
ment in Chicago now going up on the 
finest the city, facing Lake 
Shore Drive and Lake Michigan, rep- 
resents a land cost ratio of only 12 
per cent of the total development cost. 
A write-down in the cost of land, 
while essential, will not go far enough 
to induce private redevelopment on a 
scale to recall armies of families from 


from being a lavish subsidy, 
write-down on the land alone is 


site in 


the suburbs. 
We face the fact that if we 
are hoping for redevelopment of bold 


must 


enough dimensions to mean anything, 
it must not only wipe out slums but 
the 
numbers of middle income housing 


stimulate creation of substantial 


developments. Unless other types of 


subsidy are devised, we must recon- 


cile ourselves to the fact that the 
supply of rental housing which will 
be necessary to reattract suburban 


dwellers, will begin to flow only when 
construction costs come down to the 
point where the sources of capital 
can feel that the rentals required bear 
a strong relationship to the existing 
market. 

A separate problem, and one which 
may become the real Achilles heel in 
urban redevelopment after all of these 
been eliminated, is the 


bugs have 
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problem of relocation. Here stands a 
physical blockade which affects the 
time element, costs, public relations, 
city-wide planning and political con- 
siderations. 

It has been demonstrated in New 
York, Chicago and elsewhere that 


family relocation cannot be 
through with a broad brush. A work- 
able relocation program, which will 
not backfire to the detriment of all 
redevelopment activities, will require 
careful individual consideration of 
need, family by family, and adequate 
vacancies in housing for families of 
all sizes and income levels. This calls 
for a stockpile of public housing for 
the low income families — the most 
difficult to rehouse. Therefore the 
local community will have to see that 
public housing is produced—and pro- 
duced in time to absorb evacuees from 
the slum area as their homes are taken 
over by the redevelopment agency. 


swept 


Ahead 


Public housing must therefore be 
viewed as a major means of making 
private redevelopment possible. No 
longer is it merely a resource for rais- 
ing the shelter standards of the low 
group nor a means of re- 
claiming slums, since it does rebuild; 
but it is the critical key to freeing land 
for redevelopment by private enter- 
prise. In the last analysis, the rate of 
relocation will determine the construc- 
tion schedule. 

Today, most blighted areas are 
densely populated. Chicago’s rede- 
velopment site number one, for in- 
stance, on which 1,400 new dwelling 
units are contemplated, now contains 
2,780 dwelling units, housing around 
3,500 families. Although less than 20 
per cent of the families can qualify 


The Hazards 


income 





No one questions the seriousness of 
juvenile delinquency and its great impact 
on our national life but not everyone is 
willing to admit how closely it is related 
to the miserable housing conditions found 
in the slum areas of most large cities. The 
lack of playgrounds and recreational facili- 
ties show up later—in the criminal courts. 


for public housing, 30,000 estimated 
applicants are already on waiting lists 
for low-rent housing. Under Title 
III, Chicago has the right to expect 
federal help for 40,000 new public 
housing units. For seven months, our 
City Council and Housing Authority 
were locked in a struggle over the 
first leg of this program. To properly 
serve and expedite the several going 
slum clearance projects, the Authority 
must have access to vacant land sites. 
The sites finally approved include pro- 
vision for only 2,100 out of 14,000 
units on vacant land, forecasting a 
costly delay in relocation for all re- 
development programs. 

These are some of the handicaps 
which may hold back the private re- 
developer and which must be cut to 
the minimum. 

Since public housing fills a many- 
sided role, and its relationship to 
private enterprise is far from under- 
stood in many quarters, an examina- 
tion of its trilateral function in urban 
redevelopment is important. Granted 
that public housing facilities are 
needed for relocation, what is its re- 
lationship to the larger community 
plan and to the individual private 
investor who is considering coming 
into the area? Will public housing 
drive away prospective private de- 
velopers? I think not. If a city is 
well along with its comprehensive 
planning, there is a clearly defined 
place for public housing in the exe- 
cution of the plan. Each project 
which is built to bring this plan nearer 
fulfillment, is helping to create the 
city-wide liveability which is the ulti- 
mate objective of planning. This is 
encouraging to the investor. Where 
public housing is planned in or near 
the project area, it may lend physical 
and social balance—and also expedite 
the integrated planning of parks, 
schools and other community facilities 
by the municipality. 

The private redeveloper may face 
competition for tenants from the pub- 
lic housing project. Not infrequently, 
public housing is of better construc- 
tion than private housing. Naturally, a 
professional or white collar worker 
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is not going to be happy about paying 
twice as much rent for an apartment 
very similar to the one which his 
friend can secure for half as much 
in a public housing project nearby. 
The planners will have to set high 
standards—and private redevelopers 
will have to exercise exceptional in- 
genuity—to create a product which 
will be so superior, and so exciting 
that the prospective tenant will have 
no hesitancy in discerning its greater 
desirability, even at rentals several 
times as high as those of its public 
housing neighbors. If a clear-cut su- 
periority in amenities cannot be 
achieved, private enterprise will have 
to be very magnanimous indeed to 
venture into such an area. 

Our thinking on the whole subject 
of the reclaiming of blighted areas is 
now growing broader. While housing 
has been our primary concern, no re- 
development approach which depends 
upon housing alone will be successful. 
This brings up.the basic problem of 
location. Some of the blighted areas 
which are acquired may not lend 
themselves to home or apartment sites 
—a balanced relationship of com- 
munity facilities may require sections 
for schools, playgrounds, libraries .or 
other uses—and the over-all commun- 
ity plan may suggest commercial, in- 
dustrial or institutional development 
of all or part of a site which is ripe 
for rebuilding. This is vividly illus- 
trated by the New York Life project 
in Chicago. 

The neighborhood plan called for 
a shopping center in one section of the 
site. Not only does this use make 
good planning sense, but by adhering 
to it, the developer will be aided in 
his fight to keep rents down to the 
lowest possible point. The higher 
revenue of the commercial center, 
spread over the whole development, 
will reflect advantages to the tenants 
in the form of lower rents. 

Furthermore, located in the Mi- 
chael Reese Hospital—lIllinois Insti- 
tute of Technology rebuilding area, 
this project will combine and fill out 
much of a larger scheme. It carries 
out the now recognized principle that 
the advantageous starting point for 
an attack on blight is adjacent to 
some key structure, such as an educa- 
tional institution, a hospital, a manu- 
facturing plant of a non-nuisance type 
or other substantial improvement. We 
have learned not to repeat the mis- 
takes of the pioneers—Mr. Field and 
Mr. Rosenwald. In Chicago, as well 


as in Baltimore, hospitals and educa- 
tional institutions are becoming the 
anchors for redevelopment and also 
for conservation efforts. 

In Chicago there is a good prospect 
of construction of a 350 unit private 
housing project adjacent to both 
Michael Reese Hospital and the New 
York Life project. The bait to get the 
equity money for this project must 
be more than monetary, for the return 
cannot exceed 4 to 6 per cent on 
what will undoubtedly be a rather 
speculative investment. There are 
many people vitally interested in 
Michael Reese Hospital or Illinois 
Tech, however, who would like to see 
the development of the entire area, 
for they realize that the very lives of 
their institutions are dependent upon 
their environment. Friends of these 
institutions are logical prospects for 
equity money for a housing project 
which will not only improve the envi- 
ronment but will also provide decent 
accommodations for institutional per- 
sonnel. The same sort of thing is 
happening near the Johns Hopkins 
Medical Center in Baltimore, where 
an aggressive redevelopment agency 
and an enterprising young mortgage 
banker* are developing a_ similar 
project. 

More in View 


Chicago has already adopted the 
broader concept of redevelopment 
which encompasses industrial, com- 
mercial and public works uses, as well 
as housing, and which has recently 
been expanded to include blighted 
vacant subdivisions as well as occupied 
land. Since this is a new field, posing 
new problems, we are making a 
rather cautious beginning. 

Negotiations are in the works now 
for the redevelopment of one of our 
oldest and most advanced slums by 
an industrial group, promising the city 
a lucrative source of revenue as well 
as a desirable implementation of the 
city’s long range plan. In two other 
locations, small home builders have 
shown an interest in acquiring a 
blighted vacant tract for coordinated 
planning and development; and the 
mushrooming trucking industry, hard 
pressed for a “place to live,” has 
taken steps to pool its resources for 
the integrated redevelopment of an 
area which was heretofore a liability. 

While neither of these projects has 
yet received official sanction, they are 


*James W. Rouse, and for the story of what has 
been done in Baltimore see page 


The Mortgage Banker for October, 1950 


examples of the infinite variety of 
answers to each city’s development 
ambitions, which may profitably be 
exploited. Pittsburgh has offered an 
inspiring example in the Golden Tri- 
angle regeneration, which will stand 
as a monument to the enterprising 
leadership of Pittsburgh’s business 
community for generations to come. 
Obviously, a rebuilding campaign 
which completes the first two steps of 
acquiring and clearing slum lands, 
and fails to achieve its ultimate pur- 
pose of enlisting private enterprise in 
the task of redeeming these districts, 
will be a total flop. We must look 
beyond the basic dilemmas of costs, 
delays, relocation difficulties and other 
problems inherent in this gigantic 
effort, at the secondary danger line— ~ 
the policies of the clearance agency 
itself. 
>> First, the mandate of the rede- 
velopment agency should be the ag- 
gressive prosecution of its program 
A vacillating or weak approach will 
defeat it at every turn. Assume a 
broad, and imaginative concept of 
the possibilities. Over and above the 
planning advantages of variety in rec- 
lamation uses, in my opinion, private 
redevelopment capital will be such 
slim pickings that the redevelopment 
agency which is the most elastic in its 
approach will be the most successful 
in securing redevelopers. 
>»? Second, have plans ready—a sal- 
able package, which shows what can 
be done, what it will cost, the poten- 
tial returns, the advantages and dis- 
advantages, site for site, and to engage 
in the vigorous promotion of these 
plans. 
>> Third, once you have a project, 
expedite it. Time is the most impor- 
tant thing you have to sell the private 
investor. Look at your program from 
his point of view. Years may be con- 
sumed in getting possession of and 
clearing the land, preparing the site, 
working out utilities and streets, to 
say nothing of providing the public 
facilities which are the obligation of 
the municipality. In this interval, 
costs, markets, employment and world 
events may turn turtle. The city 
makes demands as to how, when and 
what the redeveloper must do, but it 
won’t say—“You can build on this 
site on September 1, 1950.” Some- 
where along the line, your city has to 
do this. 
>? Fourth, provide able and adequate 
staff cooperation to the developer so 
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that from the start there is an under- 
standing about technical details which 
will avert arguments and delays when 
the plan is ready for presentation to 
the commissioners of the clearance 
agency and the city. 


>? Fifth, maintain a good working 
relationship with the top city officials 
and other relevant agencies, since no 
public body can be operated as a 
thing apart from the city it serves. 
As General Thomas F. Farrell, Chair- 
man of the New York City Housing 
Authority has stated: “We've found 
that the best way to get things done 
is to sit down in advance with the 
people concerned and get our prob- 
lems thrashed out before we make out 
the official papers. A long exchange 
of letters and memoranda is little 
more than writing exercise—it won't 
build housing.” I might add that it 
won't rebuild slums either. 

>? Sixth, is a positive program of 
public relations, which means the ef- 
fective application of every instrument 
of communication, so that the city at 
large, and each family involved, 
whether it be the large tax-payer or 
the home owner, will know 
what this program means to him. We 
have felt in Chicago that a great deal 
more could have been done on this 
score, and that the lack of educational 
materials has deprived our program 
of substantial support. Norfolk, Provi- 
dence, Philadephia and other cities 
have been more adroit in their public 
relations activities. 


on-site 


Finally, the local agency must ac- 
cept the responsibility of fighting for 
and putting over its projects. This 
should not be a burden forced upon 
the private investor because the clear- 
ance agency defaults in its obligation. 
Even after the program seems assured, 
the professionals and their commis- 
sions must beware of Maginot-line 
complacency, for there will be many 
pitfalls. 

For example, in Chicago we ex- 
perienced the rather absurd situation 
of having our Plan Commission, our 
Building Commissioner and other re- 
sponsible officials guilelessly fall in 
with a local political maneuver to ex- 
empt a slum ward from clearance. 
This section is blighted not only by the 
Plan Commission’s official criteria, but 
it has been cited since 1900 in na- 
tional studies of delinquency and 
crime as an extreme example of city 
decay. Yet a little political sleight-of- 
hand overthrew all of the facts, stand- 


ards and principles which our plan- 
ners have to go by. Although a slum 
by any other name still smells the 
same, the area was “reclassified” as 
a “rehabilitation” site, which may 
close the doors to redevelopment. 
Public indignation ran so high that 
frenzied efforts made to save 
the pieces—and some faces. A 45- 
acre corner was finally salvaged as an 
“exemption” from the reclassification. 
The precedent had been set, however, 
and sure enough, it wasn’t long before 
another area was subjected to a re- 
verse flip-flop—this time from “con- 
servation” to “blighted”—to accom- 
modate interests in the other direction 
no doubt. 


were 


It is the responsibility of the plan- 
ners, redevelopment agencies and their 
staffs to see that these things don’t 
happen. A city where they do happen 
is not gaining the confidence of the 
private investor. 


High Density Danger 


Another danger which must be 
guarded against is the pressure to re- 
develop at high densities. Due to the 
shortage of housing, and the conges- 
tion of most slum neighborhoods, the 
disparity between the “before-and- 
after” population count may raise 
questions. There will be demands that 
the redevelopment projects take care 
of more families. There may be com- 
plaints that the generous open spaces 
which we see as one of the coveted 
rewards of urban redevelopment are 
a waste of land. Politically it might 
be easier to rebuild with more, rather 
than fewer dwelling units. Surrender 
to such pressures would deprive 
projects built on slum land of the 
opportunities for success available to 
those built in peripheral areas. They 
must offer equivalent advantages in 
light, air and space to compete with 
the suburbs for tax-paying population. 

We have now had enough experi- 
ence with redevelopment to know that 
our dozens of square miles of slums 
are never going to be completely 
cleared with our present method of 
procedure. Obviously there must be 
more emphasis on over-all planning, 
which needs considerable strengthen- 
ing in almost all communities. As I 
see it, there are, in addition, three 
practical ways in which we might at- 
tack the problem more vigorously so 
as to accomplish our ends. 


More subsidies, such as the tax sub- 


sidy available in New York, are sup- 
ported in some quarters. I, personally, 
am opposed to this approach, and as 
far as Illinois is concerned, under our 
present constitution it would be im- 
possible. Two other devices are the 
ones which I favor as feasible. One 
is the obvious ard logical step of ex- 
tending the powers of quick-taking 
now available to the federal govern- 
ment to the local agencies engaged in 
land assembly for private redevelop- 
ment. 


The other is the initiation of com- 
prehensive planning for redevelop- 
ment by the land clearance agency in 
collaboration with the local planning 
body, including a time schedule; and 
selection of a minimum section of 
100 acres for immediate attack. The 
clearance agency should then step 
right in, condemn, clear and offer it 
for sale to the highest bidder who has 
a satisfactory plan for redevelopment. 
This should be done even if there is 
no prospect on the horizon for the 
purchase of the property. 

It almost goes without saying that 
if the cleared area is large enough to 
create its own atmosphere, and the 
plan for redevelopment is a sound one, 
builders large and small would come 
in and make offers to rebuild in ac- 
cordance with the plan, rather than 
build out in the sticks. Whereas we 
may find an isolated investor here and 
there who will go for the cat-in-the- 
bag we are now offering, there are 
literally thousands of builders who 
would welcome the opportunity of 
coming in with all types and descrip- 
tions of projects when we are ready 
to offer land on which building opera- 
tions can be started tomorrow. 

Today, the cities are still playing 
a losing game. The vast majority of 
builders are heading for the outskirts. 
All of our siren songs to lure private 
capital will fall on deaf ears until we 
squeeze the uncertainties out of re- 
development, and can duplicate, in 
the central cities, the terms on which 
improvements can be built in the 
suburbs. This is a young program. 
We not only don’t know all of the 
answers—we don’t even know all of 
the questions. What we need, in my 
opinion, is a good plan, a dynamic ap- 
proach, virgorous exploration of the 
possibilities, confidence, and the nerve 
to take a chance. The community 
which is willing to take a calculated 
risk will reach the finish line first in 
the contest for private redevelopment. 
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IN BALTIMORE 


Private initiative started 
the ball rolling and two 
projects are now underway 


RIVATE enterprise can’t operate 
in slum clearance, has no place in 
urban redevelopment? 

Baltimore has exploded this con- 
tention. In that city the slum is being 
attacked along different lines—and 
the attack is drawing the interest of 
the nation. In Baltimore, a local 
builder and a local mortgage banker 
have joined forces with FHA and 
the city’s Redevelopment Commission 
to form a four-way group to redevelop 
a major slum—and it’s the first time 
anywhere that a combination like this 
has tackled the job. Heretofore, a 
project of this magnitude has been 
left to large institutional investors 
such as the New York Life develop- 
ment in Chicago described by Mr. 
Kramer in his article. 

In Baltimore two large redevelop- 
ment projects have reached the go- 
ahead stage—and, for the mortgage 
lender, what has been done in Balti- 
more may well point the way for 
action in his own community. The 
city council has approved the ordi- 
nances to condemn and the projects 
themselves are now proceeding. 
Property is being acquired by the Bal- 
Redevelopment Commission 
and initial construction should be un- 
derway by the summer of 1951. 


timore 


Approval of the projects by the 
council and the widespread publicity 
resulting has stimulated increased in- 
terest on the part of many builders in 
further opportunities for redevelop- 
ment. 

“It appears that additional projects 
will follow these,” said James W. 
Rouse, “and I would guess that plans 
for the redevelopment of more than 
150 acres of Baltimore slums will be 
completed and that some of these 
projects will be underway by the end 
of 1951. This is of course apart from, 
and in addition to, the substantial re- 
habilitation work being accomplished 
under the city’s effective Housing Law 
Enforcement program.” 
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These Baltimore projects didn’t just 
happen. Behind them is a 
work, ingenious planning and vision. 
Clark S. Hobbs, chairman of the Bal- 
timore Redevelopment Commission, 
said that the first project would not 
have reached its present stage “had 
not the redeveloper and its mortgage 
bankers, The Moss-Rouse Company, 
been motivated by a genuine civic 
interest and been willing to spend 
considerable time, effort and money 
in solving, with the Commission, prob- 
lems for which there was no prece- 
dent.” 

Initial Project 

The first of the two Baltimore proj- 
ects is known as the South Waverly 
development. It was selected about 
fifteen years ago as the site of the first 
slum clearance project in Baltimore un- 
der the original nation-wide slum clear- 
ance program undertaken by PWA. 
A number of Baltimore architects had 
the plans well advanced when the 
U. S. Supreme Court ruled against 
this particular approach to slum 
clearance. 

Five years later the Federal Home 
Loan Bank Board published the re- 
sults of a special study on the Waverly 
section of Baltimore, which has be- 
come one of the classics of city plan- 
ning literature in this country, and 
which pointed out that the better 
residential sections of Waverly north 
of this area were constantly in danger 
from the close proximity of this iso- 
lated slum section. 

Now, five years later, a sound plan 
for the redevelopment of the area 
has been proposed. About 300 modern 
garden apartments with attractively 
landscaped grounds and a small mod- 
ern store group will replace about 200 
dwelling units and 50 business and in- 


This housing is on the way out in 
Baltimore, where private enterprise, repre- 
sented by a private mortgage banker, has 
pointed the way as to how it can be done. 


lot of 


dustrial buildings most of which are 
deteriorated or obsolete. In addition, 
traffic flow in this section of the city 
will be greatly facilitated by a new 
extension of 29th Street eastward 
through the area. The area required 
for this and other street improvements 
will be more than offset by the area 
of existing streets and alleys which can 
be closed in modernizing the street 
system. 

The contract for this project pro- 
vides that the land will be leased to 
the redeveloper for 60 years at an an- 
nual rental equal to 4 per cent of the 
fair reuse value of the land, as deter- 
mined by a committee of three inde- 
pendent real estate appraisal experts, 
for the specified new uses. The 
redeveloper has an option to purchase 
the land after 40 years at the then 
fair reuse value as determined inde- 
pendently by experts. A security de- 
posit of two years’ rent in advance is 
required of the redeveloper during the 
construction period. 

The redeveloper has other obliga- 
tions, such as to keep the property 
insured and well maintained, to start 
and finish buildings within certain 
time limits, to protect the City from 
suits and to build and use the land 
according to rigid standards and con- 
trols. 

If the redeveloper fails to carry out 
his part of the contract, the City has 
the right to take over the project and, 
during the construction period, may 
in addition keep the security deposit. 
The City is obligated to acquire the 
land and to rearrange streets and 
utilities according to a specified sched- 
ule. 

The agreement further provides 
that it may be cancelled if the City 
Council does not pass a condemna- 
tion ordinance, if the redeveloper can- 
not arrange financing, or if the City 
is unable to get federal aid funds all 




















































within certain time limits. All of these 
have been cleared now, however. 
The redeveloper, the Waverly 
Apartments Corp., has already ar- 
ranged for FHA mortgage insurance 
on part of the area through The 
Moss-Rouse Company. The City has 
$5,000,000 in loan funds available for 
redevelopment projects and $4,312,- 
700 of federal redevelopment grant 


funds have been set aside for Balti- 
more by the HHFA. Before these 
federal funds can be used, a detailed 
application endorsed by the City 


Council must be aproved by the fed- 
eral agency. 

[he second project is adjacent to 
the world famous Johns Hopkins Hos- 


pital. This one will eliminate an ex- 
tremely bad slum area. It will rein- 
force the effectiveness of the city’s 


greatest institution—the Johns Hop- 
kins Hospital together with the Medi- 
cal School and School of Hygiene and 
Public Health. 

The percentage of dwelling units 
here in need of major repairs or lack- 
ing private baths in 1940 was about 
two and one-half times that for the 
entire city. The rates of tuberculosis 
and juvenile delinquency are about 
twice the rates for the entire city. 

Benefits to Negroes include much 
needed playgrounds for the 3,350 chil- 
dren attending the Dunbar High 
School who now have no real play- 
ground. One of these areas will also 
adjoin and be available to a recreation 
center 

Che most important feature is new 
private enterprise garden apartments 
for Negroes in attractively landscaped 
surroundings. This will be the first 
instance of modern apartments being 
built by private enterprise for Negroes 
in a central and convenient location. 
It is obviously an experiment, but if 
it succeeds, the same thing can be 
done to a far greater extent in other 
slum areas and certainly in other cities 
as well. 

It is not now contemplated that 
any of the area will be made available 
directly to the Johns Hopkins institu- 
tion, but the redeveloper will provide, 
in the eastern part of the area, various 
facilities urgently needed to supple- 
ment the hospital plant. This part of 
the project can be thought of as a 
complete residential campus for the 
which all the varied 
persons connected 


institution in 
housing needs of 
with it will be met. 


(Continued page 12, column 2) 
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LIGHT 
from the CITY 


Increasing interest in shopping centers and 


heavy gains in suburban population again show 


the plight of the average American city today 


HILE blighted areas in the cen- 

tral sections of American cities 
continue to rot away and promote all 
sorts of social ills, the flight of retail 
business from the themselves 
continues at an accelerated pace. The 
boom in building at this moment has 
reached a point where an unusually 
large number of retail shopping cen- 
ters in suburbs are being planned. 
Just how many.of them will mate- 
rialize if building restrictions become 
severe is a question but what is im- 
portant is that inadequate parking 
facilities within the central city zones 
continue to drive business to the 
suburbs. The trend to the suburban 
areas is no news to any urban mort- 
gage lender; but it is surprising to 
many of them how the trend is pick- 
ing up momentum. 

The figures how 
great is the flight of population. Data 
for the metropolitan areas of the 12 
largest cities show an almost uniform 
pattern of suburban growth. 

The nation’s 12 largest areas on 
April | had a combined population 
of 41,917,198, or 28 per cent of the 
country’s total or about 150,520,000. 


cities 


census reveal 


In 1940, their combined population 
was 35,452,359, or 27 per cent of the 
national total of 131,669,750. Their 
combined population gain between 
1940 and 1950 was 6,924,834, or 
nearly 35 per cent of the national 
gain of about 18,850,000. 

Of the total gain in the last decade, 
8 per cent occurred in the 12 largest 
central cities and 72 per cent occurred 
in the remainder of the 12 metro- 
politan areas outside of these cities. 
8 per cent as against 72 per cent tells 
the story! 

The Census Bureau points out that 
the pattern of the past decade is sup- 
ported by continued growth in the 


suburbs of cities where the volume 


of retail sales has increased at a 
greater rate than within the central 
cities. 

As percentage of the U. S. total, 
population in the central cities de- 
creased from 16 per cent to 15 per 
cent and retail trade slipped from 
24 per cent to 21 per cent. 

In the metropolitan areas outside 
the 12 central cities, and the other 
hand, population rose from 11 per 
cent to 13 per cent in 1950 and retail 
sales improved from 11 per cent in 
1939 to 12 per cent in 1948. 

Percentagewise, the Census Bureau 
points out, the 12 metropolitan areas 
showed a decline in their share of the 
national sales volume while their sub- 
urban area stores shared a larger pro- 
portion of the areas’ sales in compari- 
son with 1939. 

If wartime restrictions don’t inter- 
fere too much and plans now a-foot 
all over the country materialize, the 
nation is in for a really fast growth 
in suburban shopping centers. The 
Urban Land Institute says those pro- 
jected run into the hundreds. 

A very large one was recently an- 
nounced by Marshall Field and Com- 
pany in Chicago. This great retail 
store purchased 110 acres of land 16 
miles northwest of Chicago for a giant 
suburban shopping development. It 
will cost between $15 million and $20 
million. Start of construction will de- 
pend on “the international situation.” 


Detroit’s big J. L. Hudson Co. 
department store will start building 
next summer a huge shopping center 
10 miles northeast of downtown De- 
troit. The center will cover an area 
bigger than 25 city blocks and house 
about 100 stores, including a branch 
of Hudson’s. It will accommodate 
about 6,000 cars in two sunken park- 
ing areas. 
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In Framingham, a Boston suburb, 
Suburban Centers Trust, a private 
group, is going ahead with work on 
a $5,500,000 center which will pivot 
around a branch of the Jordan Marsh 
department store. It will have parking 
space for 5,000 movie 
house and eventually some 45 to 50 
shops. It’s planned to open late next 


over Cars, a 


year unless the war upsets present 
plans. 
If materials can be obtained, the 


Trust plans to go ahead with another 
Boston suburb shopping center at 
Beverly. Others contemplated are at 
Paramus, N. J., Westchester County, 
N. Y., and Detroit. 

Two shopping centers in the New 
York City area are planned around 
John Wanamaker department stores. 
One is being laid out on a 60-acre site 
on the Cross County Parkway, close 
to the Bronx, Yonkers, and Westches- 
ter County. Ground has already been 
broken on another center—a $4 mil- 
lion project at Great Neck, Long 


Island. 


Eastern Projects 


The first unit of a $10 million shop- 
ping center opened in June at Levit- 
town, small-home community built on 
Long Island. The Levitt company has 
built four smaller shopping centers in 
the community and has three more 
coming; they cost about $1,500,000 
each. 

Prudential has tentative plans to 
build a $10 million regional shopping 
center near Newark, N. J. The com- 
pany has bought 135 acres for the 
project. 

One of the country’s largest is the 
Fresh Meadows center, in Queens, 
New York, developed by the New 
York Life. Consisting of 8 buildings 
on a 12 acre site the center includes 
a store building occupied by Bloom- 
ingdale’s, a 2,100 seat theater, food, 
candy, and apparel stores, a bank, 
postoffice, and other facilities. The 
main part of the center is landscaped 
and buildings are air conditioned. 
There is parking space for more than 
1.000 cars. 

Work has started on a 50 million 
dollar shopping center and apartment 
development of New York Life in 
River Park, Philadelphia. The 90 
acre site lies on the banks of the 
Schuylkill River, adjoining Fairmont 
Park, and is just within the north- 
western limits of the city. The project 


is in two parts: 2,000 apartments on 
34 acres and the shopping center on 
56 acres. The shopping center will 
contain a multi-story department 
store, scores of individual shops and 
stores, a 3,500 seat movie, and parking 
for 3,500 cars. 

Houston has a big one called the 
Village, a shopping center occupying 
a 12 square block area on the south- 
western edge of the city, about 5.2 
miles from Containing 
every kind of a store, it represents an 


downtown. 


investment of about 12 million dollars. 
It has parking for 5,000 autos. 

In San Francisco is a 20 million 
dollar project in the southwest section 
of the city. The residential part will 
consist of four 10-story apartment 
houses and ten 3-story “garden type” 
buildings on 25 acres costing 8 million 
dollars. The shopping center is to 
occupy 40 acres and cost 12 millions. 
Ground was broken recently for the 
shopping center which will include 
department stores, medical building, 
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vou CAN “BANK” ON 








FOR SOUND LOANS 


P&H Preferred Homes offer lending institutions advan- 
tages found in no other type of housing! 

Sound Backing! They're made by Harnischfeger Cor- 
poration, an honored name in industry for 65 years, 
with more than 15 years’ experience in building high 


High Resale Value! Traditional designs are always in 
style. Sturdy construction means enduring value. 


High Ratings by FHA and VA expedite clearance for 


More and more dealers are building P&H Preferred 
Homes, making more customers for you. Alert lending 
institutions are looking for this desirable business. We'll 
gladly furnish you the name of your local P&H Dealer. 















Read our folder 
on P&H Home 
Financing. 
Speedy erection and uniform 
Many other savings! 
HOMES 
323 Spring Street 
Port Washington, Wis. 
WISCONSIN. U.S.A. (ag 
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theater, library, shops, markets and 
three banks. 

A half-mile-square shopping center 
to accommodate 12,000 cars is being 
planned for the Lakewood area be- 
tween Los Angeles and Long Beach. 
The May Co. has 
signed a 50-year lease for a $5 million 
If condi- 


in Los Angeles 


branch store there 


tions permit, construction will begin 


dollar 


sometime this year and be completed 
by Christmas, 1951. 

Northgate, the $12 million, 60-acre 
shopping center two miles north of 
Seattle, expects to have 60 of its 80 
stores operating this year. Seven have 
already opened, including the big $3 
million dollar modern branch of Se- 
attle’s Bon Marche store 


Downtown E ffect 


What are these outside shopping 


communities doing to downtown busi- 


ness? 
\ preliminary report on the last 
national business census reveals that 


suburban counties around 32 big cities 
had a 226 per cent jump in retail 
during the decade 1939 
1948. The 


increase ot 


sales from 
central cities 


177 


through 


showed an only per 


cent 
a major city in the 


“Probably not 


country has es¢ aped some downward 
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But, says a Wall Street Journal sur- 
vey of the trend, not all these plans 
materialize. Some communities, sens- 
ing the competition, fight them hard. 

Suburban Centers Trust, for in- 
stance, had to shelve plans for centers 
in suburban Cleveland and Harrison, 
N. Y., because local governments re- 
fused to change the zoning laws. The 
real estate firm, Webb & Knapp, in 
New York, assembled land at a cost 
of over $15 million for a big center 
in Flushing, Long Island, which was 
to include 4,000 feet of subterranean 


IN BALTIMORE 
Continued from page 10) 

Che redeveloper has already ar- 
ranged for FHA mortgage insurance on 
part of the area. As mentioned before, 
the city has $5,000,000 in loan funds 
available for redevelopment projects 
and $4,312,700 of federal redevelop- 
ment grant funds have been set aside 
for Baltimore by the Housing and 
Home Finance Agency. 


Slum clearance by private enter- 
prise took another significant step for- 
ward the other day when Wallace E. 


LAND TITLE 


ae 
LAWDTITLE 
CUARANTEE 

yaustTc 


\—’ 





MEDINA - PAINESVILLE 


It didn’t get be- 
yond the planning stage because of 
failure to get the area rezoned. 

In Thornwood, N. Y., local busi- 
nessmen are fighting plans of Sub- 


moving sidewalks. 


urban Centers Trust to put up a 
shopping center that would compete 
with stores in White Plains and other 
Westchester County cities. 

Flight to the suburbs—of people and 

the retail business they transact—and 
the continued decay of the central 
areas of our large cities are parts of 
the same problem. 
Johnson in Memphis began work on 
a big colored project in that city. 
Here 608 is being used. Johnson is 
clearing a section for a large number 
of four-family low rental units. One 
bedroom units are $31 monthly and 
two bedroom units are $39. Here 
again it is being dramatically proven 
that private enterprise can operate 
profitably in this field. 

There’s no easy road ahead for 
private enterprise in the field of slum 
clearance as the experiences in Chi- 
cago and Baltimore plainly show. 
But opportunities are there. 
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HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


B. C. ZIEGLER co. 


COMPANY 
WEST BEND, WISCONSIN 
Chicago Office: 39 South La Salle Street 


effect on the value of its real estate 

as a result of new shopping centers,” 

says the Urban Land Institute. 
In New York City, a big 


estate firm reports “the value of store 


real 





YEARS’ 
EXPERIENCE 


rentals since the war has not risen at 


the same pace as office space. Stores 
are looking outside the city instead of 
opening additional stores within it.” 
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UE 421950 Aunual Convention 





LT. GEN. LESLIE R. GROVES, DEVELOPER OF THE 
ATOMIC BOMB, TO SPEAK AT MBA BANKERS DINNER 


More than 1,350 members have 
registered in advance for MBA’s 37th 
annual convention at Hotels Statler 
and Book-Cadillac, Detroit, Septem- 
ber 27 to 29, indicating that the 
meeting this year will be one of the 
largest, if not the largest, we have 
ever held. The September issue of 
Tue Mortcace BANKER gave com- 
plete information about the Conven- 
tion and all incidental activities but 
there have been a few changes since 
it was published. 

To bring you up to the minute, 
here is how our program shapes up 
now: 


WEDNESDAY MORNING: Ini- 
tial inspection of the Exhibit and 
opening session of the Mortgage Serv- 
icing Center. 


>> WEDNESDAY AFTERNOON: 
Opening General Session. Includes 
talks by Edward F. Lambrecht, Hans 
Gehrke, president, Detroit MBA, and 
Mayor Albert E. Cobo, Mayor of 
Detroit. 

>> President R. O. Deming, Jr., will 
deliver his annual report, “Your 
Association and Your Industry,” fol- 
lowed by Washington Counsel Samuel 
E. Neel speaking on “National Legis- 
lation and Government Orders Af- 
fecting the Industry.” This will be 
followed by the Association’s annual 
meeting and election of officers and 
the award to the member selected for 
the most distinguished service to the 
Association during the past year. 

>> Address by Dr. Robert E. Wilson, 
chairman of the board, Standard Oil 
Company (Indiana), on “Strategy 
for True Liberals.” 
»> WEDNESDAY EVENING: This 
will be a crowded convention evening 
at the Book - Cadillac’s grand ball- 
room. It includes dinner, dancing, a 
floor show, and talk by Gene Flack, 
nationally known after dinner speaker. 
2? THURSDAY MORNING: Trip 
to Greenfield Village and Ford Mu- 
seum for ladies. 

>> Second Session—Mortgage Servic- 
ing Center. 
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>> Second General Session devoted 
entirely to a discussion of conditions 
within the industry with particular 
emphasis on the existing limitation or- 
ders and regulations governing them. 
W. A. Clarke, president, W. A. Clarke 
Mortgage Company, Philadelphia, 
will be the moderator. Speakers: 
>> Raymond M. Foley, HHFA Ad- 
ministrator. 

>> Franklin D. Richards, FHA Com- 
missioner. 

>> Thomas B. King, Director, VA 
Loan Gurantee Service. 

>> Ralph A. Young, Director, Di- 
vision of Research and Statistics, Fed- 
eral Reserve System. 





Sherwin Badger T. B. King 


AFTERNOON: 
Mortgage Servicing 


THURSDAY 
Third 
Center. 
»> Third General Session, the theme 
of which will be “Mid Century Ba- 
rometer Reading of the Nation’s 
Economy” with President Deming 
presiding. Speakers will include: 


session 


>> From the credit viewpoint 
Arthur J. Fushman, vice president, 
Manufacturers National Bank of De- 
troit. 

>> From the world viewpoint—Enos 
Curtin, Economic Cooperation Ad- 
ministration, Washington, D. C. 

>> From the real estate view point— 
James C. Downs, Jr., president Real 
Estate Research Corporation, Chicago. 
>> From the institutional investor's 
view point—Sherwin C. Badger, vice 
president, New England Mutual Life 
Insurance Company, Boston. 

THURSDAY EVENING: Dinner 
at Hotel Statler sponsored by MBA’s 
Bankers Section. The speaker origi- 
nally announced was Secretary of the 
Treasury John W. Snyder who is at- 
tending the meeting of the Interna- 
tional Monetary Fund in Paris and 
expected to return a few days before 
our meeting. 

It now develops that the time be- 
tween his return and the opening of 
our meeting will be too short for him 
to fill his engagement. The speaker 
will be Lt. Gen. Leslie R. Groves 
who directed the military participa- 
tion in developing the atomic bomb. 
Everyone is invited. 

FRIDAY MORNING: Fourth ses- 
sion — Mortgage Servicing Center. 
Fourth General Session. First speaker 
on the general program will be Leon 
H. Keyserling, chairman of the Presi- 
dent’s Council of Economic Advisers, 
on the “Economic Problems Confront- 
ing Us.” 
>> Following that, the session will 
turn to a discussion of “The Role of 
Government and Private Enterprise 
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in Future Housing” with Senator 
John Sparkman of Alabama taking 
the view that private enterprise needs 
government assistance and Rodney M. 
Lockwood, immediate past president, 
National Association of Home Build- 
ers, speaking on the contention that it 
is primarily a job for private enter- 


prise 


FRIDAY AFTERNOON 
Ford Plant. 


rip to 


SATURDAY AFTERNOON: Uni- 
versity of Michigan-Michigan State 
football game at Ann Arbor. 

So much for the formal program. 
It’s a heavy one but not so heavy 
that you won’t have time to see all 
those who will be there. Our Housing 
Bureau is out of rooms at five of our 
hotels but, at this moment, rooms are 
available in other excellent hotels. So, 
if you haven’t processed your hotel 
But don’t 


They've been gone a 


request, it is not too late 
request a suite 
long time and the Bureau could have 
used four or five times the number 
they had for assignment. 


Special advance arrangements are 
being made by our Detroit committee 


for certain events including trans- 
portation to and from the Saturday 
football game, the trip for the ladies 
to Greenfield Village and the tour of 
the Ford plant Friday afternoon. De- 
tails of these arrangements are being 
included in a special letter being sent 
to members the week of September 10 
with a request that they indicate 
immediately what their requirements 
will be. We will greatly appreciate 
your prompt response to this letter. 


In recent years a number of MBA 
conventions and clinics have had the 
advantage of expert “timing’’—that 
is to say, they opened at a time when 
important developments were mate- 
rializing. It may be that the Conven- 
tion this year will prove to be another 
such occasion. While the VA and 
FHA restrictions are of course clearly 
understood within the industry, their 
effects are not yet known; members 
should have a better long-term view 
of what they will eventually mean 
from what they hear at the Conven- 
tion. And whatever additional restric- 
tions may be forthcoming as a result 


of the Defense Production Act of 


1950 will probably be announced the 
week before we open in Detroit. Con- 
sequently, we will have the advantage 
of having the principal federal off- 
cials with us for first-hand interpreta- 
tions of what lies ahead. 


In the September issue where we 
tried to cover all who-what-where de- 
tails of the meeting, we inadvertently 
overlooked a rather significant fea- 
ture. It is an exhibit of forms used 
in servicing mortgage loans. A num- 
ber of large companies will have the 
forms they use on display in the 
Garden Foyer on the Book-Cadillac’s 
Ballroom floor adjacent to where the 
Mortgage Loan Servicing Center ses- 
sions will be held. In addition you will 
see a unique servicing operation of 
an investing institution illustrated by 
the forms used. Another company 
will have a display of its new office 
building. You are probably going to 
be surprised at the innovations in 
office set-up and the new methods 
devised for greater internal efficiency. 
Make a point to spend some time at 
this exhibit. 
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Welcome TO ALL DELEGATES 
AND THEIR GUESTS 


% We cordially invite you to 
= visit us during your stay 
2 . 0 

- in Detroit. 


THE DETROIT BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


MAIN OFFICE, STATE and GRISWOLD 
FIRST F.H.A. APPROVED MORTGAGEE IN MICHIGAN 
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DESPITE CONTROLS 


Business Activity 
Will Remain High 


by ARTHUR M. WEIMER 


Dean of the School of Business, Indiana University 


OREA has set into motion forces 

which will dominate business and 
real estate trends for the foreseeable 
future. Of primary importance is the 
rising tide of inflation. 

The most effec- 
tive method for 
reducing inflation- 
ary pressures 
would be 
tax increases. At 
the present time, 
however, it does 


heavy 


not seem likely 
that sufficiently 
tax pro- 
grams will be adopted even though 
they are the most effective method 
for slowing down inflationary trends. 

Price controls and rationing sys- 
tems might be imposed in the hope 
of “holding the line” against inflation, 
but such action would merely post- 
pone certain price advances, since 
without heavy taxes the inflationary 
pressures would persist and would 
break out in full force when the price 
controls were removed. 

Another approach to the probiem 
of inflation is the imposition of rig- 
orous controls on consumer, mortgage 
and business credit. Action of this 
type can be effective once the initial 
wave of “panic buying” has passed, 
but the credit controls must be suffi- 
ciently strong or the desired effect 
will not be achieved. To date the 
limited restrictions that have been 
imposed on mortgage credit appear 
to have accelerated house buying 
rather than to have retarded it. 

The current condition of the econ- 
omy contrasts sharply with the pre- 
World War II situation. This makes 
it difficult to draw on the experience 
of the prewar years of 1940 and 1941 
for guidance in making plans to meet 
current problems. 

In 1940 there were some 714 mil- 
lion persons unemployed. At the 
present time only about three million 
persons are unemployed. In 1940 the 
index of industrial production stood 
at 125. Currently, it is over 200 and 





Arthur M. Weimer 


heavy 


moving forward rapidly. In 1940 steel 
mills were operating at 82 per cent 
of capacity. At the present time op- 
erations are above 100 per cent. We 
have been producing automobiles at 
the rate of over million per 
year (nine million per year in recent 
weeks) while in 1940, 4,472,000 were 
produced. Housing starts totaled 602,- 
600 in 1940 in contrast to a house 
building rate of more than 1,300,000 
units per year during the first six 
months of 1950. 

Thus, the entire adjustment proc- 
ess, even though our defense program 
turns out to be somewhat more lim- 
ited than is currently expected, will 
be much more difficult than was the 
case prior to World War II. 

Had it not been for recent inter- 
national developments, there is a real 
possibility that the general level of 
business activity would have tended 
to decline this fall. Under the impact 
of the defense program and a firmer 
international policy, however, there is 
virtually no chance that the volume 
of business activity will decline in the 
foreseeable future. 

While certain parts of the civilian 
economy may be slowed down in or- 
der to provide the materials and man- 
power required for the defense pro- 
gram, the economy as a whole faces 
a period of full employment of all its 
resources and manpower for some 
time. How long this condition will 
continue depends largely on _ inter- 
national developments. Three pos- 
sible assumptions may be made: 
First, it may be assumed that there 
will be a short period of active fight- 
ing; second, that there will be a pro- 
longed period of “border warfare” of 
the Korean type; and third, that the 
present situation will develop into 
World War III. 

On the basis of the first assumption 
ic is probable that the economy faces 
at least a year or two of intensive 
effort. On the the second 
assumption a longer period of heavy 
production may be anticipated, per- 
haps running for five or six years or 


seven 


basis of 


The Mortgage Banker for October, 1950 


longer. If it is assumed that we are 
now in the preliminary stages of a 
third World War, there would un- 
doubtedly be a drastic revision of the 
economy with the most rigorous types 
of controls being exercised in order 
to channel a large portion of our pro- 
ductive effort into the meeting of 
full-scale wartime requirements. 

At the present time the second as- 
sumption appears to be the more 
realistic. In this case a prolonged 
period of expansion could be antici- 
pated with a civilian and a military 
economy developing side by side. On 
the basis of this assumption, a fairly 
orderly period of expansion may be 
anticipated after the initial shock of 
readjustment has been absorbed. 

One of the significant factors to 
consider in analyzing the problems 
arising from the necessity of meeting 
both military and civilian require- 
ments is the tremendous productive 
potential of the American economy. 
The capacity of the economy for ex- 
panding production was demonstrated 
most effectively in World War II. In 
1944 the Federal Reserve’s index of 
industrial production reached 247 per 
cent of the 1935 to 1939 average, the 
highest point in history. In June of 
1950 the index reached a new post- 
war high of 199, still substantially 
below the levels reached during the 
war. It should be noted that the war- 
time production record was achieved 
when the cilivian labor force totaled 
only 55 million in contrast to the 
present civilian labor force of almost 
65 million. 

More than a year before the end 
of the war there were frequent ru- 
mors to the effect that it would be 
possible to cut back some of the mili- 
tary production and to release pro- 
ductive capacity for civilian goods. 
Apparently those rumors had more 
than a little foundation in fact, em- 
phasizing the tremendous output that 
had been achieved. With more plant 
and equipment than was available at 
that time and with a larger labor 
force, it would seem entirely reason- 
able to develop the productive capac- 
ity to support a military and a civilian 
economy side by side during the next 
few years. 

During the first half of 1950, 685,- 
900 non-farm housing units were 
started in comparison to 449,000 
units started during the same period 
of 1949. Housing starts in the first 

(Continued page 16, column 2) 


15 











| Hotes About Members, Other MEAs, Coming Events| 





ELECTED DIRECTOR 


Herbert F. Philipsborn, president, 
H. F. Philipsborn & Co., Chicago, an- 
the 
election of Vic- 
tor A. Malone as 
Mr. 


was in 


nounced 


a director. 
Malone 
the real 
and building 
business for thir- 
teen years prior 
to his association 
with Philipsborn, 
and has been in 
con- 


estate 





Victor Malone 


his present 
nection for approximately ten years. 
In recent years he has been senior 

V ice-president. 


NAME DEATLY PRESIDENT 


William H. Deatly has been elected 
president of Title Guarantee and 
[rust Company, New York, succeed- 
ing Barnard Townsend, resigned. 

Mr. Deatly left Ernst & Ernst, certi- 
fied public accountants, in 1933 to 
join the company as comptroller. In 
1937 he became vice president. Elect- 
ed a trustee in 1941, he subsequently 
became vice president and general 
manager, an office which is abolished 
with Mr. Deatly’s accession as presi- 
dent. 

Ira Guilden, the largest single stock- 
holder of the company, has been 
elected chairman of the board of trus- 
tees, a newly created post. Philip A. 
Roth has been elected vice chairman 
of the board, also a new post. Trus- 
tees elected Herman Berniker, 
formerly vice president in charge of 
the title division, to the newly created 
office of executive vice president of 
the J. Webster Goodhue, 
formerly assistant vice president, has 
been elected vice president, responsi- 
ble for personnel activities, employee 
welfare and production activities. 


NATIONAL LIFE PROMOTES 


The National Life and Accident In- 
surance Company of Nashville an- 
nounced the following promotions: 
J. Mac Peebles and Douglas Henry as 
vice presidents and general counsel; 
G. Dan Brooks as vice president and 


also 


company. 
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manager, investment department; 
Homer B. Gibbs as assistant vice pres- 
ident, investment department; William 
C. Weaver, Jr., as assistant vice pres- 
ident, investment department; Edward 
C. Webb as assistant vice president, 
investment department; E. P. Carrier 
as counsel to investment department; 
Walter S. Bearden, Jr., as assistant 
vice president, industrial department, 
and Clarence Berson as assistant vice 
president, ordinary department. 

Teachers Insurance & Annuity As- 
sociation of America announced 
that Lester Giegerich was named as- 
sistant mortgage officer. 

Charles T. Fisher, Jr., president, 
National Bank of Detroit, originally 
scheduled to address MBA’s 37th an- 
nual convention has become special 
consultant to the Federal Reserve 
Board on financial and credit matters. 
He will act in a liaison capacity with 
the banking industry as the Federal 
Reserves takes over the responsibilities 
of credit controls under the Defense 
Production Act. 


Oliver Twist, secretary and title 
officer, Frankford Trust Company, 
Philadelphia, has been elected supreme 
governor of the Loyal Order of 
Moose. 

He has a middle name, Samuel, to 
differentiate him from the waif in 
the novel, but credits his Dickensian 
name with helping him along in busi- 
ness and fraternal life. Nobody for- 
gets a name like that. 


Thomas E. Lovejoy, Jr. has been 
elected president of The Manhattan 
Life Insurance Company, New York 
and James P. Fordyce has been elected 
chairman of the board. Elder A. 
Poter has been named vice president 
and chief actuary, Herbert L. Feay 
actuary, Vincent W. Edmondson vice 
president and H. O. Seale, Jr. director 
of agencies. 


DESPITE CONTROLS 


(Continued from page 15) 
six months thus exceeded those of 
the first six months of last year by 
237,900, or 53 per cent. 
Attempts to restrict the volume of 


house building by the imposition of 
restrictions on mortgage lending activ- 
ity appear to have had relatively little 
effect to date. Indeed, there has 
been a rush on the part of builders 
to start additional housing units, and 
we have witnessed some “panic buy- 
ing” on the part of prospective home- 
owners. Many mortgage lenders, 
assuming that the rate of house build- 
ing will be reduced in the months 
ahead, have been trying to channel 
additional funds into mortgages, and 
there has been a greater tendency on 
the part of many mortgage lenders to 
hold mortgages rather than to sell 
them to other private investors or to 
FNMA. 

Even if major controls are imposed 
on mortgage lending, it is entirely 
probable that over a million housing 
units will be started by the end of the 
current year. The main deterrents to 
house building currently are: (1) 
growing shortages of building mate- 
rials and (2) rapidly rising costs. In 
addition, some proposals for new 
building projects are being aban- 
doned because of the many uncertain- 
ties that have to be faced. 





PERSONNEL 


Address replies to advertisements to the box 
number indicated c/o Mortgage Bankers Asso- 
ciation of America, I11 West Washington 
Street, Chicago 2, Illinois. 











WANTED WANTED 

Experienced mortgage man. Must be 
primarily good salesman, experienced in 
contacting and dealing with builders—not 
over 45 years of age. Company is ap- 
proved mortgagee and loan correspondent 
doing one of larger jobs in Pittsburgh 
area. Real and permanent opportunity for 
right man. Answer in confidence and 
advise if attending Detroit MBA meeting. 
Write Box 208. 


ASSISTANT MANAGER 
MORTGAGE CoO. 

Excellent opportunity in growing com- 
pany in Pacific Northwest. Must have 
good knowledge of accounting and ability 
to supervise office detail. Man with FHA 
and GI mortgage experience preferred. 


Write Box 209. 


WANTED: SOUTHERN CALIFORNIA 
SALES MANAGER FOR 
REAL ESTATE SALES 
By one of the larger real estate-mort- 
gage lending offices in Los Angeles area. 
President of Company will be East for 
MBA meeting and can arrange appoint- 
ment to discuss matter in person. 
If you feel you have exceptional quali- 
fications, please write them in detail to 
Box 210. 
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MORTGAGES LEAD IN 
LIFE INVESTMENTS 


Mortgages led all other investments 
made by the life companies in the first 
half of this year. A record volume of 
$2,022,000,000 of mortgages were 
made during the six months ended 
June 30. This was 20 per cent more 
than in the first half of 1949 and 
brought total holdings of mortgages 
to $14,149,000,000, a rise of $1,257,- 
000,000 since the start of the year. 

All new investments made by the 
life companies in the first half of the 
year increased by nearly $500,000,000 
over those of the corresponding period 
of last year. The half year total for 
1950 was $4,695,000,000, compared 
with $4,211,000,000 last year. 

Securities of U. S. business and in- 
dustry constituted the second largest 
block of purchases, with $1,983,000,- 
000 acquired in the half year. This 
was slightly less than similar new in- 
vestments in the first six months of 
last year. On June 30 of this year, 
total holdings by the life companies of 
U. S. corporate bonds and stocks were 
$23,340,000,000, an increase of $813,- 
000,000 since January |. 

Purchases of U. S. government se- 
curities in the half year were $444,- 
000,000, nearly 40 per cent greater 
than a year ago, but still less than 
maturities and replacements, with 
the result that total holdings of this 
type decreased to $14,691 ,000,000. 

State, county and municipal bonds 
were also acquired in increased vol- 
ume, the half year purchases of $109,- 
000,000 representing a rise of 43 per 
cent. Total holdings of the latter 
type now exceed $1,000,000,000, hav- 
ing increased $73,000,000 since the 
start of the year. 

Commercial and industrial rental 
properties made up the largest seg- 
ment of real estate purchases by the 
life insurance companies. 

Of total real estate purchases of 
$100,000,000 in the six months, $56,- 
000,000 was in the commercial and 
industrial rental properties, $26,000,- 
000 represented additions to rental 
housing projects owned by the com- 
panies, $15,000,000 was in properties 
for company use and $3,000,000 was 
of miscellaneous types. 


The life company realty holdings 
were $1,316,000,000 at mid-year, up 
$80,000,000 since January 1. Of this, 
$562,000,000 was in commercial and 
industrial rental properties and $324,- 
000,000 was in rental housing, making 
an aggregate of $886,000,000 now 
held as rental properties. An addi- 
tional $100,000,000 of rental housing 
is owned through the securities of 
corporations set up for specific proj- 
ects. 


HOUSING SHORTAGE IN 
EUROPE IS VERY LARGE 


This country’s housing problems 
pale into insignificance when com- 
pared with those of Europe. A report 
prepared for the Council of Europe, 
meeting in Strasbourg, estimates the 
need at 12 million homes in 11 non- 
communist countries. Diversion of 
materials to arms production is likely 
to push a solution far into the future. 

If each nation could double its pre- 
war building rate, it would take from 
six years in Sweden to 154 years in 
Greece to make up for war losses 
and bad housing. Estimates for some 
other countries: Britain and Norway, 
seven years; Holland, 24; Belgium, 30. 


CURBS WORRY BUILDERS 
LESS THAN MATERIALS 


With further curbs in the mort- 
gage credit field as a result of the 
passage of the Defense Production 
Act a_ possibility, the lending and 
building industries are now getting 
a better appreciation of what those 
curbs already instituted will mean. 

FHA Commissioner Franklin D. 
Richards, in his first address since the 
July order, told builders to “Let’s 
take it easy—panic buying and a 
wild rush of starts will only complicate 
matters. We know that some curtail- 
ment of new home construction is 
required for the war effort and to 
curb inflationary trends. 

“It is up to the industry and gov- 
ernment to work together to direct a 
larger part of residential construction 
into the lower priced market where 
the need is greatest and so that the 
results will have the least possible dis- 
rupting effect.” 


Thomas P. Coogan, president, Na- 
tional Association of Home Builders, 
appearing with Richards, said that the 
credit curbs are expected to curtail 
home building starts by 25 to 40 per 
cent when in full swing. 

“The partial war economy is more 
stringent than people think,” he said. 
“It’s a delayed action process and 
they will feel it later, probably in 60 
to 90 days, and then it will taper off.” 

Coogan urged builders to continue 
to construct residential units, but on 
a reduced scale until they find the 
level of building needed in the coun- 
try. 

Both said there is a vast difference 
between the present situation and that 
which existed in prewar 1941. No 
great drain on building materials by 
the military is expected. 

Production facilities have been 
greatly expanded and new sources of 
supply made available. 

The general opinion seems to be 
that builders more concerned 
about material shortages than credit 
restrictions 

Coogan urged month-to-month buy- 
ing. “You will get your units com- 
pleted just as fast and at less cost,” 


he said. 


AVERAGE FHA LOAN 


What’s an average FHA mortgage? 
After studying mortgages issued on 
one out of every three new homes 
built in the United States in 1949, 
FHA draws this picture of the aver- 


age loan: 


are 


It was a one-family structure of five 
rooms with a floor area of 840 square 
feet. The property had a total value, 
by FHA values, of $8,502, of which 
the site accounted for $1,018. The 
average owner financed his purchase 
with a mortgage of $7,143 to be paid 
off in 23 years. 

The average property was valued 
at just over twice the buyer’s annual 
income. 


Private home builders have started 
839,000 new homes and apartments 
so far this year but this record volume 
is expected to drop because of federal 
curbs. During this same period, Pub- 
lic Housing Authorities, using tax 
funds, were able to start only 13,100 
units, a large drop from the same 
period in 1949 when 25,800 were 
started. 





TITLE INSURANCE. 


For the Mortgage Banker 


A Mortgagee’s Policy of Title Insurance, in addition 
to its protection against title losses, facilitates the sale 


and transfer of a Real Estate Mortgage Loan. 


Issuing Agents in the Following States: 


Missouri Mississippi 
Kansas Texas 
Arkansas Colorado 
Tennessee Utah 
Georgia Montana 
Alabama Wyoming 
Florida Wisconsin 


Louisiana Delaware 





KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,000,000.00 
L112 East 10th St. Kansas City 6, Mo. HArrison 5040 





